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8 September 1975

r
MEMORANDUM FOR: Deputy Director for Intelligence (%ﬂdvf

SUBJECT : Comments on the terHorst Article

1. This is in response to your request for comments
on the terHorst article in the Chicago Tribune of
3 September 1975.

2. Mr. terHorst was correct in stating that intelligence
collectors did not detect an increase in Soviet chartering
of ships. We first learned of it in the press on 7 July
and did not then consider it an indication of Soviet plans
for exceptionally large grain imports. The reported new
Soviet chartering of 19 ships increased grain-carrying
capacity by only 2.4 million tons a year.

3. Contrary to the charge that policymakers did not
receive CIA estimates of the deteriorating crop conditions,
a continuing stream of CIA reports were passed to top-
level policymakers, including the President. These reports,
however, did not provide advance warning of the extent of
Soviet grain imports revealed in mid-July. Although the
Air Force processes weather data very quickly, we were
working in early July with information on Soviet conditions
through 20 June, and at the time the drought had not yet
seriously reduced Soviet crop prospects. The critical
period of rainfall for Soviet spring grain is from mid-June
through mid-July. We were not in a position to ascertain
the extent of the drought until late July.

4. Nevertheless, we became convinced around 1 July
that deteriorating crop conditions would probably raise
Soviet import needs above our previous estimate of
5 million tons. The item on Soviet grain in the 2 July
Economic Intelligence Weekly (EIW), which gets elite
distribution, contained such a statement. We communicated
to Treasury and State on 8 July 1975 an estimate of Soviet
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import demand for FY 76 of 5-10 million tons of grain and
told them of rumors in the grain trade that the Soviets

had bought about 3 million tons of Canadian and 7 million
tons of US grain.

25X1

/7 DMAURICHE C. BERNST
Director
Economic Research

Approved For Release 2005/11/23 : QIA:BQF{80801495R000600180016-3

FIE RIS (ISR .
Loeginttondid ik



Approved For Release 2005/11/23 : CIA-RDP80B01495R000600180016-3

TAB

Approved For Release 2005/11/23 : CIA-RDP80B01495R000600180016-3



CILLAGU 'I'RL3UNE

e 3 SEPTEMBER 1975 '
b Approved For Releasﬁowm 1/23 : CIA-RDPSOBO14}95ROOO@1 80016'3 )
! _ . S
Jerald terHorst R
riti, . f“qu‘;';l s ﬁ‘“} .'__:1—1 e : T{E{
oigaa 5o g¥SsAT W R B W A B
L S Pt,li fui 2 HWU FJ‘L}L e_}]? ; _él 2

WASHINGTON ‘I Behind' the. sudden
and =surprisingly big Soviet' purchase of
“American zrain and its affect on family
fo0od budgels are critical quesfions ‘that .
“beg for answers. - - 7 T
~ In trying Lo probe the murky. world:of
. private business transactions with sthe
. secretive Russians, I have been unahle -
to come up- with a clear explana_tion_as*;'
“to why, for the ‘second time in three : fo
rears, the White House and ‘top echelons --;
‘of government seemingly have. been.:
cauzht offiguard in a Soviet grain deal.. .
Yat any assessments, including those -
new going on within the Ford adminis- .
tration, point disturbingly - t¢ _one. or .
mare ¢f these conclusions: "~
. B The U.S. intelligence network foiled
to detect a seeret and successful Soviet .-
attempt lo charter a“large number of
foveign - vessels well ‘in advance “of. it
American grain buying that. commenced
an July 15, ; - T
@ There was no in

Ttainly witl follow - this report. But the
" fact is that something plainly went wrong
o Presldent” Ford would not: have had
“ fo intervene with an order stopping fue-

‘Iean harvest
- Soviet

od prices this winter and next year.:

and the impact the massive

. not concede ‘that it cr-other, U.S. intelli-
" gence - gathering agencics failed to un-
‘cover - the T Soviet _ship-chartering *that
went on for weeks. in advance of the
. grain buying. e e
© [ UIA® direclor William * Colby’s ‘office, -
~already  supersensitive about investiga-

‘would. say- only “that- “thé- intelligence .
.community - does keep™ wate
vorid ship-chartering scene.”
“But- if the Soviet: effort was detected .
and reported by U.S
- the " unit ‘responsible
. foreign vessel mavements, thenwhy did
“ Butz and Bell seem 80 surprised By the -
- §cope of the Russian activitiy? - .
The Washin
“ina story on events leading “up to the -
nom- - Russian -grain-duying spree,- -reported
ic Policy Roard, _ “f o that the first definiie tip for U.S. offi-
2 All the top officials - knew in ag-
varie thai the Soviets were in a grain-". -Journal, of Commerce . that
meed but felt they * had ” no chattering ‘by 2 mysterious * company -
. arily o interpese the government be-.:. named Glenas could be Lhe forerunner
ora suies actually were negotiated and: - of a flcet to move grain to Russia,
cepurted by the American trade lirms. + Up to then, the U.S. government anlic-
@ Relationships are too cozy between i ipated ‘purchases ' by Exportichleh,  the
the international grain dealers and "the “Soviet ‘food-buying agency,- but .nok on
agricultural department, some of whose * the scale~that developad in the week
- former officials now work for the grain . following July i6. When Ford temporari-
trading firms, . &

: ¢ =y halled grain sales, the Russians had
. Denials of these points already * have .

v
-

‘ telligence goof, hub
‘the Central Inteliigence Agency reports’
were discounted or ignored — pp were
never received — by Agriculture Secre-
tary Larl. Butz, Assistant Secretary
Richard E. Bell who is responsible . for
foreign grain sales, the National Securi-
ty Council; or the White House Eco

'

i

- come from some quarters and more car--

1 0 7 While the U.S, gavernment-is in bettor
her sales uutil the administration had a : .
clearer picture of the size of the Amer- -

purchases will bave on domestic

The'CIA,. in’ customary” fashion, :\v'ill,. .

«Hons “into  CIA- clandestine operations, .
bron the - R
.. BUTZ AND. 6THER

. naval intelligence, . «
for surveillanee of -

- by political” pressure from
glon Post's Dan Morgan,.)

“eials was a back page item in the July.7
‘said _ghip- -

ceontracled for niore than 10 mlllion me-- "~

and bavley
, the Soviets. .
purchased 3 million metric tang of,
from Canada. . 7 -

trie tons of \vh'eét, “corn,
from the . U.S." Additionally
have

_position to anticipate Soviet grajn-buying -
than it was at the’ time of the “great :
- grain robhery,” of 1972, the White House -
Cisstill not really in the know. . ki
One reason is that' sales are not con-'!
“ducted on’ a ‘government-to-govermant
-basis. Another is: that ‘the Soviet Union,-

.eager td buy grain at the lowest possibla

*price, insists on secrecy in dealing with ™

the private American deal ,

" World ‘grain prices always rise the
moment the Soviels enter the market, '
“And with imiense profits at stuke, the
grain traders are in no rush (o telf |
-Washington until the last possible ‘mp. .i
n]en[__" BN ‘ o TR S

ers,

7 DI -

dricutture

-top e :
ing the lot

officials, committcd to better
“of farmers by hoosting foreign sales, ‘arg -
loathe to inject themselves into. the deal- -
ers! affairs until forced to do 50, usually -
the- White-

-

House or Congress or hoth, - -
‘There may be drawbacks- to-estallish-
ing -a federal grain board,!as Canady
has, and - as"advocaled - py - George |
Meany, president of the AFL-CIO, and :
other grain deal eritics, .o
" But uiiless the administration selsup-
- some  hetter nonitoring « mechanism,
even the prain deal” assessments going
on within the government niake elear
that it can happen all oveyr 2gain — next
year and the years after that — wity,
resulling - economic - probloms dor - thei
country. and; political nroblems for"the
President, oS

Nt .
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